4.

w

n,

5 iy

v

CLASSIF ~ TION ‘CONFIDENT

" : CENTRAL. INTELLIGENGE mw‘ﬂi“%mﬂ

INFORMATION FROM
FORE!GN DOCUMENTS OR RADIU BROADCASTS: CD NO

COUNTRY: ‘g * DATE OF'
e INFORMATION 1945
SUBJECT Economic. - Financial organizat!on S
HOW - - DATE ileT. ¥
PUBLISHED  Book ST 22 hug 1949
WH : L
PUBLIVHED - Moacow NO. OF PAGES + . 11
DATE R
PUBLISHED = 1945 : T : : -
o SUPPLEMENT .TO" © - :
LANGUAGE . Ruassian REPORT-NO. 3 °
™S Cullll\' CO"JI! IIIOIIDI Anl I :IT;OI::L.D::'II:: . T, . : . \‘ . : . | ( .’

Br 1[: UMSTZO  BTATES ‘WITHIN. THE - REAKING,
1

ol l NYEW
MIBITED. BY LAW,

SOURCE

AXD MR, ASABRNOED. (TS TRAHSHIYSION OR THE REVELATION |3
T 1% ARY MANNER TO AN UNAUTHORIIED PEASON IS, PRO: ig
" AKPKODUCTION OF. YIS 'FORN .13 PROKIBITED.

THIS IS UNEVALUATED INFORMATION- v o W T

Finandcvaya i kreditnaya eistemn SSSR, Chapter I, Ogiz, 19ks, ; T
{Informtion requested.) - Co L
)

FIRARCE AND CREDIT IN A SOCIALIST ECONQKY

V. M, Batyrev
V. K, 8itnin

The Soviet state hae organized, and widely uses, & system of financial
relationships 1n building *te socialist mociety, strengthening ite economic
and military pover ard relsing the workere mt,erial and cuitural standard
of living,

Financlal rel.tions within the Soviet economy are based on the distri- s
bution of funds by the state. By mesnaz of this distribution a planned '
allocation of the meterial and human resources of the socisty s achieved. -
Thie distribution ie aleo relatsd to the task of siate conirol over the
economy and over the most appropriate utilization of these resources.

The social product of a sooia.u%’t goclety is preduced and considered
as goods, representing not only an aggregate of use-values, but &lso a
total of labor value. ZIxpenditures of human labor and of materialized social
effort are measured in & money form by the prices of gnods wkich possess
different qualitatively unequal use-valusa. The process of production in
soclalist enterprises presupposes the disbursemsnt of monetary means in pay- : . -
ment for the means of producticn and for labor. These outlays are recovered -
by enterprises in monetary proceeds from the sale of goods. In additien, .
monstary resources representing the value of the surplus product are part of R
the receipts. The distributlion of the social product in the Soviet economy )
1s realized in the turnover of goods eand is therefore assooiated with the
circulation of money. 5

Monetary resources appearing at enterprises as receipts from the sale

of goods eze distriduted by planned action of the state. The money income
of the pcpulation iz also partially attracted into the channels or the |
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fipancial system. The distiridbution of money eatablishes, in accordance with
} : expanded socialist reproduction, the necessary proportions in the allocatiom
: of the social product -between production and consumption, between branches
of .the economy, @#nd between the segments of private consimption and the
satisfaction of collective needs. The cullection and dishursement of money
resources, in conformity with the naticnal plan, and the Tegulation of mone-
tary circulation are realized by the fimancial syatem. T

In the financial system, the monstary recelpts of govermmsnt enterprises
and ‘organizations 'and to & certaln degree the monetary inccme of scoperative -
&nd- kolkhoz enterprises are the sole monetary reserve funi repreasnting the: social .’ |
product of soclalist society. R e s =

Subordinating economic laws of walue to & plan, and thersby reforming
these laws, the Soviet state utillzes them in the Iinterests of .socislismm, : i )
-in particular by 1ts use of Cinancia. methods., B; allocatiag capitel e Lo RN g
among the various segments of the economy, and at the same time supervising the . DR
d&1sposition of this capital, the state uces financisl methdds for ‘the planned
" direction of the economy. Thus the financial system ie one of the very real
" methode of state aiministration. '

The capitalist law of profits dces not operate in our econoimy, The
redistribution of means of production and of manpower from one branch of “the
‘economy tc ercther doea not occur sponteneously due to mlgration of capitel
in the so-called loan market, but in sn organized fashion with tke participa-
tion of the state financiael system. It is mainly through this system that
the state realizes itz economi:-organizational functions.

The sources of the financial means allocated, the scheme of distribu-
tion and the effect of financial actions on the processes of production
and distribution are all specified; first, by the general pattern of distri-
buation of the encial product under socialism, and second, by the metnods
of administration of the economy orn the basis of cost accountability { khoz-
raschet).

Concerning the distribution of the socisl product under socialism,

Marx has pointed out that before the product may be distributed to the
individual producer, that is, the werker, it 1s necessary first to compensate
for the depreciation of capital goods, second to set aside a part for the
expansion of production, anmd third to create a ressrve or ":nsurance” fund.
From the remaining part of the total product, 1t ie nycemsary tc cover adminis-
trative expenses, to provide necessitles of commumal consumption -- schools,

: hospitels, etc. -- and to create funds for the incapacitated. Finally, the

K bulance of the social product 13 distributed to the members of the soclety,

. according to the amount and quality of their .abor.

This scheme of distribution of the sccial product is expressed through
employment of a system of money receipts realized in the sale of goods. The
prices of goods as a rule Include the full cost price and, in eddition, e
prodetermined monsy accumulation.

I : The cost price of a product represents outlays of an enterprise for
. labor and for the means of production (capital goods and materials). An
", appropriate portion of the money receipts serves in part to replenish
i the means of production used up, and in part for distribution of the social
consumption fund in correspondence with the quantity and quality of work of
the workers, Along with these wage payments, deductions are made for a social
insurance fund. The part of the proceeds representing accumulations and
corresponding to the valus of tne surplus nroduct is employed to wxpend pro-
&uction in the enterprise, in related branches of industry and in other branches,
and to satisfy such jJoint needs as the fumctions of defense, administration, and
implementation of social and cultural meesures by the socialist state.
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Cost accountability presspposes that financial resources be placed &t
the disposal of each enterprice. The amourt of these funds {s’'limited by
the figures of the plan which guarantee the fulfillment of’ production quotas,
while 'observing the necessary econcmy. ~An enterprise uses its meens for the
aima specified by the plan and bears responsibility to the state 'for thelr
realization. i i ‘

Resources neceseary for the further growth of an enterprise »,are' obtainsd
in the first instarce from the proceeds of the enterprise’s own opsrations.

The enterprise ig directly interested in the successful fulfji],imni of the
qlantity dnd quality goals of the plan. ' As & result of fulfillment, profits :
are formed in the enterprise which are employed for contributions %o the.budget -

Financial resources of an enterprise are essentially at the direct dis-
posal of the enterprise. In the production process these funds are Ppaid out

For the remaining portics of the proceeds of an enterpriss, i.e., that
part of the accumulation remerved for the expensicn of production and the
satisfaction of joint needs, a group of centrally administered uses is es-
tablished., This par:t of the:funds, corresponiing to the value of the' surplus
product, 1s Glrected into the firanpcial system. . .

i

Amortization charges equivalent to the derreclation of the btasic capital
(capital good.s) also enter into the breakdown of production cost, along with
payments for raw materials, fuel, electrical power, and wages. Tue employ-
ment of these 1s centrally administered through the financial system in the
way the accumulations of au enterprise are handled.

The growth of labor productivity and the lowering of production costs
in all branches of the economy (although first of all in heavy industry)
are ihe two foundations of accumulations in the internal economy. In 1931,
at a meeting of administrators, Comrade Stalin sald, "It follows tha*t in
strengthening and developing old sources of accumulution, it 1s nevessary
to spvcceed in meking heavy industry -- and first of all machine building --
aleo sontribute to accumulstion,”

The results of the efforts of each enterprise in raising labor prodnc-
tivity, in reducing cutleys ani in lowering production cost sie reflected in
profit figuraes.

The profits of an enteryrise {after an cbligatory minimum deduction of
10 percent for the budget) are as a rule employed to meet plannod needs of
the enterprise (or of other enterprises in tho same branch of the economy) for
additional funde for expansion of cuirent production and capital outlays.
The remaining unused profits go into the state budget as deductions from
profite.

The expenses which wero associated with the initial introduction of new
technology (in particular, due to the low level of qualification of new
cadres of vorkers coming from the villages into the newly constructed plants
and to the existence of a large number of enterprises in which modernization
had not been completed) necessitated setting prices for heavy industrial
goods below production cost during the First and Second Five-Year Plans, which
in turn required state subsidies to the metallnrgical, machine constructior,
and other industries. This undermined the interest of the subsidized firms
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in the reduction of production costs, -By 1936, the conditions. for profitable
) o operation had Leen created on the foundation of the rew technology and the

growth of cedres of qualified workers, and selling prices were therefore in-
creased and subsidies discontinued. As a result, the struggle for lowering
production costs in heavy industry vas intensified, and 1ts accumlations
began to grow, : PRI,

At present, selling prices, with very few exceptions, guarantee profits
to each industrial emterprise if the targets of the plan ere.reached.. This
profit index (the relation of profits to the unit cost of production) is one
of the most important qualitative criteria for evaluating the operations of am
enterprise, « The'enterprise is directly interested in raising-the profitebllity e ]
of production, which piaces free funds at its disposal. This involvement stimu- N ‘
lates the manufacture of new types of products, replacement of scarce raw @ ' = T |
materials by wsubstitutes, etc. ’ :

" Incorrectly“-setting the degree of profit, thus differsntiating the- . SRR e g
profit leveis for different goods, may in the pressuce of inaq'sfimte control i '
. . S . over product sssortments lead to a breakdown of product planning, i.e.,:a

R B run by the enterprises to production of highly profitadle goods 'at the )

A A . expense of the production of less profitable goods, Such breaches of planniag

“ e discipline areé contrary to the primciple of cost accountability. One. weapon . :
in the struggle against them is that over-fulfillient of plarmed profits ob- .
tained by fuiling to fulfill the plan for the whole range of products is not o

to be considered an indication of good operation of the enterprise.

Monetary accummlaticns coming to the enterprises of each branch through
' the eale of their products 4o not guantitetively correspond to the valum of
the surplus product manufactured in that given branch. As a matter of fact, .
the proportion of the value of different commodities representing the ]
value of the surplus product i1s to a large measure determined by the produc-
. tivity of the labor engaged in producing these commodities. At the same
: tims, the financial accumulatione embodied 1a the proceeds of the branches
which are models for l:igh productivity of labor and which are equipped with
the latest in tecnnolo (equipmant construction, machin~-tool bullding and
e the defense industries) are relatively low compared to the accumulations of
} the food and other light industries, waich do not always have theses pre-
I requisites for suck high productivity at their disposal. Thug, in 1938
. the proportion of the total internal-industrial accumlatio (profite and
turnover tax reczipts) attributeble to heavy industry was only 16 percent,
while the food industry accouated Jor 0 percent.

Such divergence emong participeting branches and enterprises In the
creaticn of surplus product and between their contributicns %o the aggrogate
fund of money accummlation 1s caused by differences between thelr iespective
svlling price and cost levels,

In a capitalist economy the difference between cost and price 18
determined by the law of average value of return and by the oscillation
of the price level about the cest of production under the influence of
supply and demand. In the Soviet ecomomy the capitalist law of profits dces N
not operate. Investments in various branches of the economy are set by y
the state in accordance with developmental proportions for the natioral oconomy
as set by the plan, The prices of goods 30ld by otate enterprises are &lso
not subject to the influence of supply end demand.
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Differences between prices and costs are determinei by +he course of
) production and corsumption of various goois which in twn 1s determinad vy
pricem ‘

Differences in the ievel of prices in relation to production costa,
and hence differences in the level of accwmlations for various commoditivs
. are established for the purpose of planned regulation of consumptiocn and
stimulation of economy through utilization of substitutes in ‘production.
Thus, ralsing the low prices of fuel playsd an unguestlorable role:in re-.
ducing consumption by sovkhozes and michine-tract~v stations. A'much higher
price level was establinshed for comsumers’ goods occupylng & secondary rosition,
while lower prices were sst for objects of dire .t necessity. Comparison: or, i a L {
for example, the prices of vodke and of bread or potatoss, of fancy shoes a.nd
children’s shoes, of women's purges and echool briefcases, etc., ghows that
the general price lsvel of consumption goode is es‘tablished in the ‘interegt of
the consumption of the masses. ; S g )

Prices of gooda In the Soviet economy are one of the factors. governing:
apportiorment of the national fncoms into the accumulation fund and:the .
consumption fund. This extremely important function, which secures: the rost:
favorably combination of the development of the country‘s technolcgical .
strength, the raleing of workers' cultural and material standards, of living;
an¢ strengthening of the miiftary potential of the atate, 1z dstermined both
by the natural form of the newly created social product and by the est~blished . : : .
cost relationships; in particular. by the wage funds eni ths price level - o :
of consumer goods.

Prices set in the interests of & rational distribution of the national
jncome and for their plannel influence on coneumption may leald to the
development of inordinately high accumulations in various branches of the
economy. Prices of vodka, tobacco, caniy, otc., produce scales of sccumula-
tior., waich, 1f returned in their entireby t¢ enterprises as profits, would |
alve an abnermally high degres of profits to thesme products.

Under such conditions. the enterprises would te very little interested

in lowering production costs. Even significant production attaimments would "
be inconmsplicuous in comparison with ths encrmous profits forming under the
aztion of the price factor alone. Therefore, such excess aggregatlions are >

accumulated by the state by means of & turnover tax and do not enter into the
vrofits of the enterprise, This method of withdrawing finances regulates the
rrofitability of production ard ssrves to strengthen cost accountability as
well as to provide revenues for the atate budget.

Money accumulations are distributed in the Soviet economy as state
funds only. 0

This distribution proceeds, as we shall see, through two basic svages.
Firgt, financial resources representing the surplus social product are
brought into the turnover of various branches through the price system.
Second, by means of turnover taxses and deductions from profite an important
part of these money accumulations of the economy are collected by the state
budget and distributed among enterprises and organizations in accordance with
their requirements as specified in the plan. The balance of the accumulations :
is left at the disposal of the enterprises and branches of the economy.

The methods and ovrganizatienal forms invclved in placing financial

resources in ths hands of enterprises and econamic organizations depend
upon the nature of capital turnover in the Industry.
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-The .diatinc‘*.mn volatsd out by Marrx vetween objects of iabor .a.nd means .

) ) (facilities) of labor, according to thelr rolee in the production process,
) is {mportant for a sociglist sconcmy as well as for a capitalist economy.

. It is.on this basis that ‘the distinction 1s made between the turnover
of that portion of an enterpriase’s capital which rePres'ents the value of
property, equimment, machines, €tc. {baste capital); and of ‘that portion of the
capital which represents the vaine of raw materials, fusl and. other working ’
funds, e)md also the value of finiehed products and of money resources (vorking
capltal), .

The cost of production facilities (capital goods) only gradually dapreciating : A
in the production process is charged to the finished production cost in . :

an amount depending upon the rate of depreciation, and this is inciuded ‘

in the production cost of the product as an amortizaticfi charge.  The smortizaticm
. standard ‘veries from one branch of our economy to anovber st .5 to.8 percent PRRIY

per year of the initlel cost of the capital gooda (buildings ‘motors, machines, AR g

et¢.). Thus y means expended for the creation of capital are made ‘good im

the cost of the finishei product and are returned in a money form,in.the e T ) i .
receipts on this product over a period of 15 - 20 years of opsration’of an:: : e i

enterprise,

. . : Inaemuch as capital goods participate in productic. vnEidi:their ‘complete
| deterioration, demanding only partial renewal during overhaul, sinking fimds
B AY may only partially be expended by an enterprise on the maintenance of its

ejuipment, to the extent of & definite, fixed portion set aside for the
express use of overhaul. The remeinder of these funds becomes part of the
total fimancial resources of the state, and 1s employed for needed capital
construction toth in the given enterprise and In other enterprises and
branches of the eccnomy.

Expanded socialist reproduction necessitates a constant £1low of new
investmonts for the construction of new and the expansion of existing facilities.

The surpiug preduct of the socilalist econamy 1s the mate.i1sl base Lor
these invustments, the funds for them being drawn eseentially Irour the
accumulnttons of socilailet enterprises (and also, as just mentioned, at the
expense of & portion of amortization deductions),

The turnover of working cepital of an enterprise proceeds in another fesnicrm.
- The cost of obJects of labor expended in & single production cvcle entere in 1ts
! entirety into the cost of the product, and these producticn outlays are
- returned intheir entirety In & money form in the receipta of the enterprise.

The production cycie ir most branches of indunatry is measured in days
(excapt for those where ar extendsd proceseing pericd is assoclated with the
necesgity of subjscting raw materials or products to the action of the elements.
to long chemical treatment, etc.). Materiaiized values should be in the
proceas of production during this perilod {1,e.,, rawv and procossed materials
in veriovs stages of production).

In addision, the technlcal-economic ccniitions of preparing rav materials
and fuels, forming a parts reserve, dispetching the finished product, etc.;
necessitate interruptione ir product flow for definite periods at the various
stages of production. As = result of these factora, & period of turnover
of working funde anl of funds for exchange is built up, vhe length of which
determines the turnover of the working cauital of an enterprise.
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) . ) Funda paid by an enterpriss for rav materials, fuel, 'comﬂoditieﬁ and
) : . labor are returned in a short time *n a monetary form. During this:time,

: however, the accumulation of inventory and goods in process reguix‘es"a
continual flow of specified fundas into the production process. At aeny glven
moment, the working capital is distributed in a definite way -« In’production
reserves, In goods in process, in finished products, in money funds.and in
accounts with purchasers. : C

Stores of raw materials, fuel, semiprocessed goods, etc., expended-in the
production process are rerlenished from the receipts of the enterprise; . new
goods enter a working stage immedlately after the finished product is removed; . .
commodity inventories of the enterprise are reduced by shipments .and are Te-. . uii.- cy ]
plenished by finished goods from production. - The working capitsel advenced to.. .. :
an enterprise is constantly being transformed in the same way from one phase
to another, periodically taking the form of materlal stores, of goods in'process; -
and of finished products, : . o '

.. A growth 1n the volume of production also demands, as a rule, an Increase K : N
of the working capital edvanced to an enterprise. Such increments in working. / ‘
capital; as with capital investments, are met Tor the wost part by internal : o
oconomic accumulations, discounted and distributed centrally by the state. Lt N

The scale of the working caplital required by enterprises and by entire
branches of the economy is established for each planning puriod by state planning
organizations on the basis of statistics on the rate of turnover of capital
in tke various stages of the production and distribution processes. Thue, norms
in daye are established for fuel, varlous types of basic raw materials and goods,
auxllis:c& stores of materials, unfinicsed produce, ccupleted products, etc., by
consideration of the normal length of stay of gceoas in sach of these stages.

The working capital required by an enterprise is computed on the besia of
the norms and average daily requiremente for appropriate types of raw materials,
fuel, and finished goods. The megnitude of the gross product of the enterprise
and the rates of growth of expenditures within the production cycle detsrmine
the necessary amount cf capital tied up in unfinished productlion. The norms
for the finished product and its average daily output irdicate the capital
necessary for the formation of backlog supply ready for shipment. The total
sum of the working capital is computed, with aliowance for the tesks (posed by
the plen) of speeding up the sepurate stages of the production cycle. A
comparison of the estimated planned total of working capital with that actually
possessed by an enterprise indicates the amount of addivional resources necesgary
or the presence of superfiuous capital available for withdraval and redistribution
to other enterprises in the same tranch, or, if there are surpluses throughout
the branch us a whole, for withdrawal into the budget.

Cost-accountable enterprises independently use and allocate working capltal
that they produce; the emount of capital produced is established by the state
for each period, proceeding fram the plan figures of product output and of the
rate of turnover of capital in the production and conversion process.

The formation and distribution of financial resources in the course of
operations of enterprises and branches of the economy are established in their
financial plans, which in the majority of brauches are drawn up In “he form of
a balence of income and expenditures. The revenue of an enterprise from the
sale of 1te products nrd the other sources of iuvs income (for example. allot-
ments from the state) are entered in the income and expenditure balance on the
basis of the planned sale of products ut established prices. Opposed to these
jtems of income are placed expenditures for production in accordancs with the
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basic plam, based on prcduction.costs. In the balance of income .and sxpenditnres
turnover tax payments for the sale of preducts are also shown, gni. *he planned
profit of -the enterprise 1a computed. Moreover, the balarce includes not only
expenditures agsociated with current procduction, but alsc outlays ensuing

from the -expansion plarned for the enterprises, i.e., investmsnts' in working
capitail and in capital.construction, s a result of a camparison of pr¢fite =nd nsw
investments, the guantity of free -profits avellatle for withdrawal:into the

budget 1e determined, or on the contrary, the financing required: by the. enter-

prige over and abave 1ts own resources is establighed. ST

The interrelationships between an enterprise ard the fipancial system g:é'
niot, however, exhausted.by the above. In tha. course °f cperation, the .
necessity arises for distribution of funds in the form of short-term credit:

In a capitalist economy the migration of capitael {determining the rate )
of expansion of rsproduction) proceeds through the loan-capital rerket. Credit,
especially investments in stock, facilitates the centralization of capital.and
1ts employment ir those branches of the economy which provide the most profit, "
Reserve tunds of cerpitalist enterprises, profite seeking the most favorable:

- employment ; the liberated working capital of those enterprises which under ‘the
influence of market conditions curtail production, the incoms of z_'ent‘is_‘re

and the savinge of noncapitalist classea, etc., sre all held in benk deposite-
and 1n notes,  Investments in the basic and working capital of new ‘and expanding
capitalistic emterprices are -made In large measure: from theae means.

The centralization and movement of money capltal, for the most mart in
the Form of creilt, result from the productive relations of capitailsm, i.e.,
private ownership of the means of production and the law ~f profits. The
sepe.ation of the ownership of capital from the mpagemsnt of capitel
mekes 1t possible for the owners -- loan capitallsts -- to take advantage of
the fruit of capitalistic exploitation and to prese. 7o their right of owner-
ship without taking a personal pert in the organization of production and
conversion.

Transactione of loan capital do rot exist in ths Soviet economy. For
the plenned movemert of the resources of enterprises and economic organiza-
tions, the system of budgelary appropriation nng the greatest significance.
However, the need for credit does arise in the economic functioning of the
system, and I8 handled by the State Bank.

The turncver of capital of soclalist enterprisss is connected with a
constant liberation of resovrces in a money f~rm, at the basis of which
lies the production and transfer of goods representing the social product.

Such liberated money capital cannot be thought of ag superfluove
capital for the enterprise. The liberation of means in a money form has
only & temporary character, and the amount of the free funds constaatly
varies. An enterprise dieposes its working capital in amounte specified
by alreudy established norms. In the meer“ime, its supplies of raw neterials
and fuel are cons-entiy being depletei in the production process, and &are
replenished at definite intervals of time. Until a subsequent delivery, the
stock level of these supplies is below the norm, ard correspending amounts
of cepital are held in money form. Further, the figures relating to unfinished
production provide for wages acccrding to the stage of processing of the
meterials; actually, wages are usially paid twice a month. This conditiona the
formation of free money capital by an enterprise. Finally, money balances
arc formed in en enterprise in consequence of & delay in the turnover of
accumlations resulting {rom the noncoincidence of recelpt of income from
sales and payments to the budget, to banks financing capital construciion, =2tc.
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Cagh reserves fake, care of steady payments to the budget. and to

. ) su;pliers,  laborers, and emplo}res. ‘These rejserves mpy be used only
temporarily  T:r the needs @ of ‘other - enterprises and branches ' -of ' the
8CONOMY, _ ..o ..., -udl be avallabtle on immediave aemana: ot the ‘owner-

enterprige for 1its own payments, Such enterprise capital mist be deposited

“i11.a credilt accolxt In the State Bank, A3l enterprises and organizations are
required to hold their free funde in accounts in the State Bank,’except for

minor cash holdings neces=ary for small current payments. The’j may make

peyments from their belances in the bank; the State Bank also pays interest %o
the owners of accounts for' the use of the fuids. ' Tune Fiave Bank accimulates ™'.°
the money capital and combines the accounts of state and cooperative Qnterprisés,
of the budget and of all institutions and oremnizations. : L

At the same time, demands for aredit resources arise in the functicning’of
the gystem. . Co )

- “Capitel invested in the working fundg of enterprises 1is systematically;
through a short period {eguivalent to the period of complete ‘cvapital‘t'ugnover),
froéd in a money form, so that it may again take the form of material olements
of production. This mekes it possible to create special forms of control. over
capital turnover 'in various rhases of the prodiction and converglon 'proceas., )
Indeed, the quota of working cepital given to an enterprise in accordance
with the figures of the plan creates a systen of control over theé turnover of
its capitel and over the gross prcductlon cost of the product. As a result of
expenditures in production in excess of the planned end of a slowdown in ‘the -
turnover of capital, an enterprise will be unable to meet its payments And will
be in a difficult financial position.

Not all cperational difficulties of an enterpriee are fully manifested l1u
e thi. .1y, inasmuch as they may be covered by the inteinal resources of the
enterprise. A more detailed control, apprcximating the couree of the produrtion
process, may be realized 1f funds are placod at ‘he disposal of an enterprise
#or defiuite, concrete stages of the turnover of 113 meana with the cbligatiom
of thelr recovery in a period corresponding to the planned period of capital
turncver in the given stages. For example, 1f specific funds are available

for the formation of & stock of raw materials but only for & perlod corres- !
- ponding to the expected retertion of this stock, or i1f funds to cover goods N
in process are avaiiable only for the length of time that these goods are iIn

process, then an enterprise ig compelled to cbmerve these pianned psricds.

Such an arrangewent 1s highly important for distributing working
o capital to enterprises in cases where temporarv requirements for additicnal
funde arise, for example, in branches of the econony operating on a eeascnal
- basis or depending on & seasonal supply of raw materiale. In these inztances
1t is necessary to place additional funde at the disposal of the enterprise,
but only for the pericd they are actuxlly needed, and to recall them from the
account of the enterprise to the degrec that the need has passed.

Advancing capital in this way, thus previding a temporary increase of
working capital, and control by the ruble over the turnover at separate
a*ages of the production and converslon procesa is reallzed in our economy
in the form of bank credita.

The State Benk issues loans to enterprizes for specific purposes within
the limits of the planned guotas ard for the expected reriods of capltal
B turnover. To guarentee the return of loans on time, vhe enterprise recelving
' credit must sirictly observe these turnover psriods and not immovilize
means to a greater extent than planned.
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The distribution of capilal in the form of credit is vigely. employed in
state transactions with kolkhoz ard cooperative organizetions, 'Credit to
kolkhozes and cooperatives (toth consumers® and professioml) is, provided
on the principlg of long-term credit. The formation of monsy accumulations
of these organizaticns 1s also handied cn a credit basie (non- dividend funda
of kolkhozes, long-term -loans of industrial coope-atives, étc¢). ~The 'd.stri-
bution of capital in the form of credit is necessitated in these cases’ by,
the character of soclalist ownerazhip as ownersnip ©ty “he cooperative and

kolkhoz and not by the whole people or'the state.

The state, through toe Agricultwrai Bank, givtm financial assistance to
kolkhozes under the condition that state approp:rlations be returned with
interest.

The formation of monetary eccumutations by socialist eniterprises, the
d1sposition and::se of these funds for the rejuiremente of that branch of tie
_economy, the surrg¢rder of funde for the needs of the state, and finelly
the coverage of the requirements of spisrprises for financial resovrces
by state capitalization and credit--- all these are accomplished ou the
basis of the state plan, and are cstadblished in the production-financisl
plang of the branches of the economy, The grester portion of the money
rasvwrces collected and distrituted by the Soviet financial sysbem ie
accumulated and used by state enterprisss. Therefore the finances of
the branches of the national economy ars the foundation of the USSR systen
of state flrances,

Just as state enterprises are the camponents of & unified statn economy
based on state ownership of the means of prcduction and guided by a single
gtate plan, sc the finances of the economy are an organic component part of
the whole USSR gystex of state fincnces., The methods of organizavion and
planning of tranch finances resulting fram the princirles of cost accountability
are organically associated with plans for dieposition of funds throngh the
state budget and banka, and the acslie of operationa and forme of ec*ivity

of the latter are determined by the tasks of the financial administration
of the branches of the economy.

The branches of the national econcmy are intimately tied In with the
state budget and with the operations of the State Bank, Accumulations
resulting from the operations of the branches enter the state budget through
turnover taxes and deductions from profits. The State Bank holds the
temporarily free funds (cash reserves) of enterprises and organizations
in a credit arrangenent.

Enterprises receive allocations for the formticn and replenishm~ut of
thelr own working capital and for capital comstructicn from the state
budget. Enterprises reccive working capital in the form cf short-term lcans
fraom the resources of the State Bank.

‘'he state tudget is dravn up and ‘mplemented by the Peoples® Coumissariat
of Finance, a Union-Republic commissariat, The State Bank of the USSR 1s the
sole source of short-term credit for production, the accounting and cach
center for the whole Soviet economy, and is also the agent for the issue and
withdrawal of cash money. It operates cn the authority of the Umon Peoples®
Commissariat of Finance.

. The state budget realizes the financing of capital constructlor. through
special banke, which receive all financial recources designated for capital
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, conatructior and vhioh control the smplcyment of regources and the realization
> ' © '+ of the plaimed value of comstruction npemtions, .

Special construction fipancing banks are organized according to branch
dssignation (Industrial Bank, Commercial Bank,; Agricultural Bank, the system
of Communal Banks) Bnd are unier the People ) Comiasariat of Firance.

Banks for the capltalizaticn of construction aleo recaive the accimulationa
of kolkhozes and cooperatives in long-term deposits,. ard give long-term losns
.to euch organizetions from these deposits and also from espsclal state appropriations. -

The suwate budgei in addltion to accumnlating the fina;ccial resources of the
econcmy, &lso drave in a portion of the money intame ‘of tho population. This is
realized both bty texation and by state borroving. .

Moreover, the means of the pecple are used bty the etabe throa,gh spoo.xal : § B
firancial Instituticvis: savings banks which receive deposits of the people : B
and atato ingurance organs creating irsurabcy reserves from spesific appropriac

t1ons which ‘guarantee compénsation ¢f losses. resulting from eccirient.a, elemental ‘

disasters, etc. el ) s .

The state budget finances state organs performing: administrative, defenae, -
&nd soclocnltural’ functions, es well as the ecomcmic organizatiors.
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